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To whom it may concern,

With reference to Information Reporting Requirements of PKN ORLEN S.A.
for the U.S. Securities and Exchange Commission please find enclosed PKN
ORLEN’s current reports from 07/2003 to 23/2003 plus 4Q2002 IFRS and

4Q2002 PAS.

Should you have any questions do not hesitate to contact the undersigned on:
+48 24 365 51 41 or mobile: +48 607 325 405.
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Current report No 7/2003 dated 4™ February 2003

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN"), Central Europe’s largest
downstream oil company, informs of the registration on 28 January 2003 by a District
Court in Krakow (Poland) of the initial capital increase in ORLEN Transport Krakow Sp.
z 0.0. (“ORLEN Transport Krakow™).

The initial capital of ORLEN Transport Krakow was raised by PLN 1,123,300.00 from
PLN 11,341,700.00 to PLN 12,465,000.00. The amount of PLN 1,123,100.00 was
covered by a contribution-in-kind from PKN ORLEN (book value PLN 605,521.04) and
cash contribution of PLN 200.00 covered by Ms Zofia Kaczmarczyk, an employee of
ORLEN Transport Krakow.

All 124,650 shares are voting shares.

As a result of the capital increase PKN ORLEN increased its stake in ORLEN Transport
Krakow from 98.15 per cent to 98.31 per cent of the total shares.

About PKN ORLEN 54

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and London
Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil and marketer of
world-class petroleum and related products. It has a substantial wholesale and retail distribution system that includes the
largest network of service stations in Poland. It also has significant financial investments in the telecommunications
sector in Poland.

END

<Hani f eyl




S  The company mows servioe from
¢ London Stock Exchange

Full Text An mmzeme/ t

«Back # et

. ~\>
Gompany / /Polskz Kongern Naftowy Qtlen S.A.
TIoM< € ROKD 4 /LU

Headline Re JV with Basell P[(N
Released 15:327 Feb 2003 409 SR,
Number 2829H & 8250 £,
LN ST 5n.
03¢

\/
Current report No 8/2003 dated 7th February 2003

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN"), Central Europe’s largest downstream oil company,

announces that on 6% February 2003 it received a letter from the Polish Office for the Protection of Competition
and Consumers ("UOKIK"), in which UOKIK gives its assent for the acquisition by Basell Europe Holdings B.V. of
50% of Poliolefiny Polska Sp. z 0.0., a limited liability company.

According to the earlier announcement on 20 December 2002, Poliolefiny Polska Sp. z 0.0. will, in the future, be
the vehicle in which the Joint Venture (JV) with Basell Europe Holding B.V will be created.

UOKIK's approval fulfils the conditions outlined in the announcements of 30 September 2002, 24 October 2002
and 15 January 2003 and which are part of the JV Agreement signed on 30 September 2002 between PKN
ORLEN S.A. and Basell Europe Holdings B.V.

The transaction is still subject to securing satisfactory financing for the project, whose major part is the
construction of the new plants. The financing remains subject to, among others, reaching agreement on
contractual terms and conditions for the construction of the new plants.

About PKN ORLEN SA

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil
and marketer of world-class petroleum and related products. It has a substantial wholesale and retail distribution
system that includes the largest network of service stations in Poland. It also has significant financial investments
in the telecommunications sector in Poland.
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Current Report No 9/2003 dated 12th February 2003

Polski Koncern Naftowy ORLEN Spolka Akcyjna ("PKN ORLEN"), Central Europe's largest downstream oil
company, hereby announces that it is moving publication of its consolidated financial statement for 4Q 2002 from

27th February 2003, as originally planned, to 3" March 2003.

About PKN ORLEN SA

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil
and marketer of world-class petroleum and related products. It has a substantial wholesale and retail distribution
system that includes the largest network of service stations in Poland. It also has significant financial investments
in the telecommunications sector in Poland.
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Current report No 10/2003 dated 19 February 2003

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN"), Central Europe’s largest downstream oil company,

announces that it has today received a note informing it that on 14t February 2003 Mr Jozef Wozniakowski
resigned from his position as a member of the Supervisory Board of PKN ORLEN.

Mr Jozef Wozniakowski has been appointed to the position of Undersecretary of State in the Ministry of State
Treasury.

About PKN ORLEN SA

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil
and marketer of world-class petroleum and related products. It has a substantial wholesale and retail distribution
system that includes the largest network of service stations in Poland. It also has significant financial investments
in the telecommunications sector in Poland.
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Current report No 11/2003 dated 241 February 2003

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN"), Central Europe’s largest downstream oil company,
announces that it has today received information of the signing by a group of international banks (The Bank of
Tokyo-Mitsubishi Ltd., KBC Finance Ireland and Societe Generale) of a mandate and underwriting letter setting
out the conditions upon which the above-mentioned banks are ready to secure financial resources for a joint-
venture company to be established between PKN ORLEN S.A. and Basell Europe Holdings B.V. (Basell). The

two loans, which are still subject to the signing of the relevant individual loan agreements (not later than by 31st
May 2003), will be utilised for the undertakings of the joint-venture, which are mainly for the construction of new
polyclefin plants. Contractual terms and conditions for the construction of the new plants had been signed prior to
the signing of a mandate and underwriting letter

The signing of the mandate and underwriting letter by the above-mentioned banks fulfils the last remaining
condition as set out in the JV Agreement signed on 3oth September 2002 between PKN ORLEN S.A. and Basell.

In the light of the above PKN ORLEN S.A. is pleased to inform that all the conditions mentioned in the JV
Agreement have now been fuifilled.

The transaction is planned to be closed on 28! February 2003. On that day, the relevant documents will signed
resulting in:

i. an increase in the initial capital of Poliolefiny Polska Sp. z 0.0., a limited liability company that wili
constitute the base upon which the JV with Basell will be created;

i. amendments to the Poliolefiny Polska Sp.z 0.0. Agreement;

ili. the contribution by PKN ORLEN S.A. of an independent operating unit of PKN ORLEN S.A. to the initial
capital of Poliolefiny Polska Sp. z 0.0;

iv. the contribution of cash by Basell to the initial capital of Poliolefiny Polska Sp. z 0.0;

v. the entering into of relevant supplementary agreements, including commercial agreements.

The completion of the above undertakings on 28! February 2003 will allow the JV to commence its polyolefin
production and distribution operations on 15! March 2003.

About PKN ORLEN SA

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil
and marketer of world-class petroleum and related products. It has a substantial wholesale and retail distribution
system that includes the largest network of service stations in Poland. It also has significant financial investments
in the telecommunications seclor in Poland.
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Current report No 12/2003 dated 28 February 2003

EXECUTION OF THE PROVISIONS OF THE JOINT VENTURE AGREEMENT

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN"), Central Europe’s largest downstream oil company,
announces that on February 28, 2003, in execution of the provisions of the joint venture agreement between PKN
ORLEN and Basell Europe Holdings B.V. dated September 30, 2002 (the "Joint Venture Agreement”), following
the satisfaction of all of the conditions precedents referred to in the Joint Venture Agreement, a number of legal
transactions was performed which were necessary in order to establish joint venture between PKN ORLEN and
Basell Europe Holdings B.V. using existing wholly owned subsidiary of PKN ORLEN under the name Policlefiny
Polska Sp. z 0.0. (the "Joint Venture Company").

In particular, on February 28, 2003, the extracrdinary meeting of the shareholders of the Joint Venture Company
was held during which PKN ORLEN as the sole shareholder of the Joint Venture Company performing the
prerogatives of the shareholders’ meeting adopted, inter alia, the resolution concerning increase in the share
capital of such company from the amount of PLN 50,000.00 up to the amount of PLN 907,398,000.00 by creation
of 1,814,696 new shares with the nominal value of PLN 500 each. in such increased share capital (i) 907,298
new shares were subscribed for by PKN ORLEN in exchange for the in-kind contribution being its organized part
of enterprise comprising in particular of real estate property, installations and equipment, as well as working
capital, used for the production and distribution of polyolefins, and (ii) 907,398 new shares were subscribed for by
Basell Europe Holdings B.V. in exchange for the cash contribution. Taking into account the number of shares of
the Joint Venture Company held by PKN ORLEN prior to the adoption of the resolution concerning increase in the
share capital, following the registration of the increase in the share capital PKN ORLEN and Basell Europe
Holdings B.V. shall held the same number of shares in the Joint Venture Company.

Also on February 28, 2003, the Joint Venture Company has accessed as the new party to the Joint Venture
Agreement described of the current report of PKN ORLEN No. 85/2002 dated September 30, 2002.

Additionally, the number of the agreements were concluded today between Joint Venture Company and the
companies being members of Basell Group, as well as agreements between Joint Venture Company and PKN
ORLEN or companies being members of PKN ORLEN Group. A significant number of such agreements were
concluded between Joint Venture Company and affiliates (dependant entities) of PKN ORLEN, on the basis of
which such affiliates shall render specific services required for its operations; such agreements by their nature,
terms and conditions are linked with daily operations to be carried out by the Joint Venture Company.

Among the agreements concluded on February 28, 2003 by the Joint Venture Company, having currently status
of affiliate (dependant entity) of PKN ORLEN, the following agreements shall be qualified as the material
agreements as defined in the Council of Ministers' Order dated 16 October 2001 concerning current and
periodical information being provided by issuers of securities (the "Order"):

Agreement between Joint Venture Company and Basell Polyolefins Company N.V./S.A.

Joint Venture Company and Basell Polyclefins Company N.V./S.A. ("BPC”) on 28 February 2003
entered into the off-take agreement for exclusive sale by Joint Venture Company and purchase by
BPC of polyolefins grades manufactured by the Joint Venture Company.

The quantity of polyolefins grades to be sold by Joint Venture Company and purchased by BPC is
determined by BPC annually in accordance with the procedure provided in the agreement. Such
annual quantity shali be limited by capacity of the Joint Venture Company's new plant under
construction amounting to 400kT of polypropylene per vear and 320kT of polyethylene per year as




This agreement will become effective upon the date of successful completion of construction of
Joint Venture Company's new plants and will remain effective until the date of termination of the
Joint Venture Agreement.

PKN ORLEN can directly enforce rights of Joint Venture Company in respect of BPC's off-take
obligations under this agreement.

This agreement is considered to be material within the meaning of the Order since in spite of
impossibility to calculate exact value of such agreement, it is estimated that such value for the
period of its initial five years shall be in excess of 10% of the own capitals of PKN ORLEN.

Agreement between PKN ORLEN and Joint Venture Company for Supply of Propylene

PKN ORLEN and Joint Venture Company on 28 February 2003 entered into the propylene supply
agreement for supply by PKN ORLEN to Joint Venture Company of propylene produced by PKN
ORLEN at its existing and future monomer production facilities in P3ock.

The quantity of propylene to be supplied by PKN ORLEN to Joint Venture Company is determined
by Joint Venture Company annually in accordance with the procedure provided in the agreement.

Such annual quantity of propylene starting from the 3rd year following the date of successful
completion of the construction of the Joint Venture Company's new plan should not be less than
300kT. PKN ORLEN guarantees Joint Venture Company supply of 380kT of propylene in any year.

This agreement has become effective on February 28, 2003, and will remain effective for so long as
PKN ORLEN or any of its affiliates owns shares in the Joint Venture Company and for the
consecutive period of 5 years thereafter but in any event for the period of not less than 15 years
after the successful completion of construction of the Joint Venture Company's new plants.

This agreement is considered to be material within the meaning of the Order since in spite of
impossibility to calculate exact value of such agreement, it is estimated that such value for the
period of its initial five years shall be in excess of 10% of the own capitals of PKN ORLEN.

Agreement between PKN ORLEN and Joint Venture Company for Supply of Ethylene

PKN ORLEN and Joint Venture Company on 28 February 2003 entered into the ethylene supply
agreement for supply by PKN ORLEN to Joint Venture Company of ethylene produced by PKN
ORLEN at its existing and future monomer production facilities in P3ock.

The quantity of ethylene to be supplied by PKN ORLEN to Joint Venture Company is determined by
Joint Venture Company annually in accordance with the procedure provided in the agreement.

Such annual quantity of ethylene starting from the 3rd year following the date of successful
completion of the construction of Joint Venture Company's new plants should not be less than
340kT. PKN ORLEN guarantees Joint Venture Company supply of 430kT of ethylene in any year.

This agreement has become effective on February 28, 2003, and will remain effective for so long as
PKN ORLEN or any of its affiliates owns shares in the Joint Venture Company and for the
consecutive period of 5 years thereafter but in any event for the period of not less than 15 years
after the successful completion of construction of the Joint Venture Company's new plants.

This agreement is considered to be material within the meaning of the Order since in spite of
impossibility to calculate exact value of such agreement, it is estimated that such value for the
period of its initial five years shall be in excess of 10% of the own capitals of PKN ORLEN.

Services, Utilities, Materials and Facilities Supply Agreement between PKN ORLEN and Joint Venture
Company




supply by PKN ORLEN to Joint Venture Company of services, utilities, materials and facilities. On
fhe basis of the agreement PKN ORLEN shall supply joint Venture Company with services, utilities
materials and facilities in such quantities which enable Joint Venture Company to operate its plants.
With respect to the supplies of such services, utilities, materials and facilities PKN ORLEN shall be
obliged to treat Joint Venture Company not less favorably as PKN ORLEN treats other users of
such services, utilities, materials and facilities supplied by PKN ORLEN.

This agreement has become effective on February 28, 2003, and will remain effective for so long as
PKN ORLEN or any of its affiliates owns shares in the Joint Venture Company and for the
consecutive period of 5 years thereafter but in any event for the period of not less than 15 years
after the successful completion of construction of the Joint Venture Company's new plants.

This agreement is considered to be material within the meaning of the Order since in spite of
impossibility to calculate exact value of such agreement, it is estimated that such value for the
period of its initial five years shall be in excess of 10% of the own capitals of PKN ORLEN.

Performance of the above transactions on February 28, 2003, shall enable to Joint Venture Company to
commence its operations of production and distribution of polyclefins starting from March 1, 2003.

About PKN ORLEN SA

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. it is Poland’s largest refiner of crude oil
and marketer of world-class petroleum and related products. it has a substantial wholesale and retail distribution
system that includes the largest network of service stations in Poland. It also has significant financial investments
in the telecommunications sector in Poland.
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Current report No 13/2003 dated 28 February 2003 2"5036

Polski Koncern Naftowy ORLEN S.A. ("Company"), Central Europe’s largest downstream oil company,
announces that on February 28, 2003 the wholly owned German subsidiary of the Company
Einhundertdreiunddreissigste Vermégensverwaltungsgeselischaft mbH with its seat in Hamburg, Germany (to be
renamed Orlen Deutschland Real Estate GmbH) ("Orlen Deutschland Real Estate") acting on the basis of the
provisions of the agreement relating to the transfer of certain North German retail assets of the BP Group dated
December 10, 2002 (the "Agreement") that was entered into with Deutsche BP Aktiengeselischaft with its seat in
Hamburg, Germany ("Deutsche BP"), executed share purchase agreement on the basis of which it purchased
from Deutsche BP 15,100 shares of Norddeutsche Tankstellen Aktiengesellschaft with its seat in Elmshorn with a
nominal value of DEM 1,000 per share, representing 100% of the nominal capital of Norddeutsche Tankstellen
Aktiengesellschaft and 100% of the voting rights at its shareholders meeting. Furthermore, on February 28, 2003
Orlen Deutschland Real Estate acting on the basis of the provisions of the Agreement has executed transfer
documents on the basis of which it purchased from Deutsche BP: 107 BP and ARAL retail freehold plots and 156
BP and ARAL buildings.

Additionally, another wholly owned German subsidiary of the Company Einhundertzweiundreissigste
Vermoegensverwaltungsgesellschaft mbH with its seat in Hamburg, Germany (to be renamed Orlen Deutschland
GmbH) ("Orlen Deutschland”) (Orlen Deutschland together with Orien Deutschland Real Estate collectively
referred as the "Company's German Subsidiaries") acting as the entity nominated by Orlen Deutschland Real
Estate on the basis of the relevant provisions of the Agreement, has executed share purchase agreement on the
basis of which it purchased from Deutsche BP one share of AMF Service GmbH with its seat in Bochum with the
nominal value of EUR 25,000, representing 100% of the nominal capital of AMF Service GmbH and 100% of the
voting rights at its shareholders meeting. Furthermore, on February 28, 2003, Orlen Deutschland acting as the
entity nominated by Orlen Deutschland Real Estate on the basis of the relevant provisions of the Agreement has
executed transfer documents on the basis of which it purchased from Deutsche BP retail fuels at the site as at the
date of closing, dealer receivables and intra group payables (all of the items purchased by the Company's
German Subsidiaries collectively referred to as the "Northern Package").

By acquisition of the Northern Package the Company's German Subsidiaries have acquired from Deutsche BP
494 retail stations in Germany. The Company, acting through the Company's German Subsidiaries intends to
continue the activity of the purchased retail stations in Germany. The Management Board of the Company views
the transaction as an important step towards the implementation of its strategy of regional expansion.

Fifteen thousand one hundred shares of Norddeutsche Tankstellen Aktiengesellschaft purchased by Orlen
Deutschland Real Estate constitute the financial assets of the material value as it represents 100% of the share
capital of the above company. One share of AMF Service GmbH purchased by Orlen Deutschland constitutes the
financial assets of the material value as it represents 100% of the share capital of the above company.

The aggregate price paid for the Northern Package by the Company's German Subsidiaries amounts to
EUR 100,900,000.00. The acquisition of the Northern Package by Company's German Subsidiaries was financed
from the amounts contributed by the Company as cash contributions to the share capital of the Orlen Deutschland
Real Estate and Orlen Deutschland.

Between the Company and its managing persons and supervising persons on one hand and Deutsche BP as the
seller of the Northern Package and its managing persons on the other hand there exist no relations other than
relations arising from the Agreement.

The acquisition of shares of Norddeutsche Tankstellen Aktiengesellschaft and shares of AMF Service GmbH is
treated by the German Subsidiaries as the long term investment.



A

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil
and marketer of world-class pefroleum and related products. It has a substantial wholesale and retail distribution
system that includes the largest network of service stations in Poland. It also has significant financial investments
in the telecommunications sector in Poland.
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Current Report No. 14/2003 dated 28 February 2003

Polski Koncern Naftowy ORLEN S.A. ("lssuer"), Central Europe’s largest downstream oil company, hereby
informs that on 27 February 2003 the Euro 90,000,000 Bridging Guarantee Facility and Euro 25,000,000 Bridging
Revolving Credit Facility Agreement ("Agreement") was executed. The parties to the Agreement are: (1) the
Issuer as guarantor, (2) the company incorporated under German law dependant from the Issuer under the name
Einhundertzweiundreissigste Vermoegensverwaltungsgesellschaft mbH (its name will be changed intc Orlen
Deutschland GmbH) ("Orlen Deutschland") as borrower, and (3) Bank Austria Creditanstalt AG ("Bank"). The
Issuer holds 100% shares in the share capital of Orlen Deutschland.

In the Agreement the Bank agreed, subject to satisfaction of certain conditions precedent set forth in the
Agreement, to extend bridging financing to Orlen Deutschland in the form of the guarantees and in the form of
revolving credit. The financing will be used for the purpose of the working capital of the borrower.

The Bank's receivables for repayment of the financing will be secured in particular by the guarantee granted by
the Issuer ("Issuer's Guarantee"). The liability of the Issuer to the Bank under the Issuer's Guarantee is limited to
Euro 57,500,000 (fifty seven million five hundred thousand). Additionally, the Agreement provides that other
security interests will be established in favor of the Bank upon shares and/or assets of certain companies in
Germany. The Issuer shall be obliged to procure that the above security interests will be established.

About PKN ORLEN SA

PKN ORLEN S.A. is one of the largest companies in Central & Eastern Europe, with listings on the Warsaw and
London Stock Exchanges, and trading on the OTC market in the U.S.A. It is Poland’s largest refiner of crude oil
and marketer of world-class petroleum and related products. It has a substantial wholesale and retail distribution
system that includes the fargest network of service stations in Poland. It also has significant financial investments
in the telecommunications sector in Poland.

The Management Board of PKN ORLEN S.A,

END
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INFORMATION ON PRINCIPLES OF PREPARATION OF THE CONSOLIDATED
REPORT FOR 4 Q 2002

1. Rules of preparation of the consolidated quarterly report
Rules of preparation of the quarterly condensed financial statements and condensed comparable financial data

The consolidated and unconsolidated condensed financial statements presented in this consolidated quarterly report were
prepared in compliance with the Polish Accounting Standards defined by the amended Accounting Act of 29 September
1994 (Journal of Law No 76, pos. 694, 2002 “amended Accounting Act”) and the Decree of the Council of Ministers
of 16 October 2001 on type, form and scope of current and periodic information and dates of its publication by issuers of
securities allowed to be traded publicly (Journal of Law No 139, pos. 1569 with further changes, the “Decree”) and cover
the period from 1 January to 31 December 2002.

The amended Accounting Act is being in force from 1 January 2002. In order to provide comparability of data presented
in the condensed quarterly financial statements included in this consolidated quarterly report, financial data presented in
financial statements for 2001 and consolidated quarterly report for 3Q 2001 was restated.

The financial data presented in the financial statements for 2001 and in quarterly report for 3Q 2001 was restated by
application of rules, that include regulations concerning presentation of financial statements, of the amended Accounting
Act with the retrospective effect from 1 January 2001. Changes of the accounting rules introduced by the amendment of
the Accounting Act were presented as adjustments of specific captions of the financial statements for 2001 and for 3Q
2001 in amount corresponding to the proper period. The effect of changes of accounting rules concerning year 2000 and
earlier periods was presented as an adjustment to “retained earnings”.

The accounting rules applied by the Capital Group of Polski Koncern Naftowy ORLEN S.A. (“Capital Group”) in year
2001 were presented in published financial statements: unconsolidated and consolidated for the year 2001. The
accounting rules applied for financial statements for periods beginning in year 2002, and also for these consolidated and
unconsolidated condensed financial statements for 4Q 2002 as well as for comparable data for 2001 presented in this
report, are presented in point 1.2 below.

Description and quantitative reconciliation of the changes in accounting rules resulting from application of the amended
Accounting Act, which materially influenced the net profit and the equity of PKN ORLEN S.A. (“the Company”, “PKN
ORLEN”) and the Capital Group is presented in point 1.3 below.

1.2. Accounting policies in the Capital Group of Polski Koncern Naftowy ORLEN
Intangible fixed assets

Intangible fixed assets are recognised if it is probable that in the future they will bring economic benefits, which can be
attributed directly to these assets. Initially intangible fixed assets are presented at the purchase price or at manufacturing
cost. Subsequently, the intangible fixed assets are valued at the purchase price or at manufacturing cost less accumulated
amortisation and impairment losses. Intangible fixed assets are amortised using straight-line method over their estimated
economic life. Amortisation rates resulting from tax regulations are used only if they correspond with the economic life
of the intangible fixed assets. The correctness of applied periods and depreciation rates are verified at regular intervals, at
least at the end of the financial year, and any necessary adjustments to amortisation charges are made in subsequent




Licences, patents and similar assets 7- 50%

Computer software 10- 50%

Research and development costs

Expenses on research are treated as costs at the moment when they are incurred. Costs of completed development
projects conducted for own needs, incurred before the production is commenced or technology is applied, are treated as
intangible fixed assets, if:

e product or technology of production is clearly set, and related to the costs of development are reliably determined,

e technical usefulness has been confirmed and properly documented and on this basis the entity decided to
manufacture the products or to apply the technology,

o the costs of completed development projects will be covered — according to estimations — by income on sales of
the products or application of the technology.

The period of amortisation of development costs does not exceed S years.

Goodwill

Goodwill is the positive difference between purchase price of certain entity or its organised part and the fair value of the
net assets taken over. If the purchase price of the entity or its organised part is lower than the fair value of assets taken
over, the difference constitutes the negative goodwill.

The excess of the purchase price over the fair value of net assets of the acquired company is presented as goodwill in
assets of the company to which the assets of the joint companies were transferred or in assets of a new company set up as
the result of the merger.

Goodwill is amortised not longer than 5 years. Amortisation is charged on the straight line basis and is treated as other
operating cost.

In cases other than described in the paragraph below, the negative goodwill up to the value not exceeding fair value of
acquired fixed assets, excluding long term financial assets quoted on regulated stock markets, is treated as deferred
income and amortised over a period calculated as weighted average of economic life of acquired amortisable and
depreciable assets. Negative goodwill in amount exceeding fair value of fixed assets, excluding long term financial assets
quoted on regulated stock markets, is treated as income as of the day of merger.

The negative goodwill is written off into other operating income in amount relating to the value of reliably estimated
future losses and costs estimated by the acquiring company as of the day of merger, though not constituting liabilities.
The write-off is made in the reporting period, in which the losses and costs influence the financial result. If the losses and
costs were not incurred in previously estimated reporting periods, the negative goodwill related to them is written off in
the manner described above.

Tangible fixed assets

Tangible fixed assets, excluding land and real estate classified as investments, are stated at purchase price or
manufacturing cost subject to revaluation less accumulated depreciation and impairment losses. At the moment of
disposal or liquidation the purchase price or manufacturing cost and its accumulated depreciation are removed from
books and any profit or loss on its disposal is presented in income statement. Land is valued at purchase price less
impairment losses.




result of the reporting period in which they were incurred. If it is possible to prove that the incurred costs increased the
future economic benefits resulting from ownership of the fixed asset exceed the benefits previously assumed, the incurred
costs increase the initial value of the fixed asset.

Fixed assets are depreciated in straight-line method over their estimated economic life. Depreciation rates resulting from
tax regulations are used only if they correspond with the economic life of the fixed assets. The correctness of applied
periods and depreciation rates are verified at regular intervals, which results in proper adjustments of depreciation
charges in subsequent periods.

Typical depreciation rates applied in reference to fixed assets:

Buildings and constructions 1.5- 10%
Plant and equipment 4- 30%
Transport 6- 20%
Other fixed assets 8.5- 25%

Low-value assets of estimated useful life below 1 year and cost less than 3.5 thousand zloty are fully expensed when
brought into usage.

The impairment losses on a fixed asset, which previously was subject to revaluation, are deducted from the revaluation
reserve attributed to given fixed asset. In case the impairment loss exceeds the revaluation reserve attributed to this fixed
asset, the difference is expensed in the reporting period in which the impairment loss was recognised.

Purchased perpetual leasehold of land and acquired cooperative title to premises are recorded as fixed assets and
depreciated over their economic life.

Perpetual leasehold of land acquired free of charge and the value of perpetually leased land is not presented in balance
sheet.

Construction in progress

Construction in progress is recorded at total costs directly attributable to its purchase or manufacture less impairment
losses. Construction in progress includes also materials purchased for construction in progress. Construction in progress
is not depreciated until it 1s completed and put into operation.

Financial lease

Assets used under lease, tenancy agreements or other agreements complying with the criteria set by the amended
Accounting Act are treated as fixed assets and presented at lower of the two: fair value of the leased asset at the
beginning of the lease contract and current value of minimal lease payments.

Assets leased out, tenancy agreements or other agreements complying with the criteria set by the amended Accounting
Act are treated as long term receivables and presented at the amount of net leasing investment.

Real estate investments

Real estate investments may comprise land and real estate, purchased in order to bring benefits such as rent or increase in
real estate value. Real estate used to earn such economic benefits but not purchased for that purpose are treated as fixed
assets. Real estate investments are valued according to the fair value.

Investments in subsidiaries




Goodwill on consolidation of subsidiaries is calculated as a surplus of the purchase price of shares in the subsidiary over
corresponding share in net assets of subsidiary based in their fair value on the date of obtaining control. Goodwill on
consolidation of associates is calculated as a surplus of the purchase price of shares in the associate over corresponding
share in net assets of associate on the date of obtaining significant influence. Goodwill on consolidation is charged to
income statement using straight-line method over period not longer than five years.

Negative goodwill on consolidation of subsidiaries is calculated as a surplus of share in net assets of subsidiary based on
their fair value on the day of obtaining control over the purchase price of shares in a subsidiary. Negative goodwill on
consolidation of associates is calculated as a surplus of value of share in equity of associate as at the date of obtaining
significant influence over the purchase price of shares in associate. Negative goodwill is charged over period calculated
as weighted average economic useful life of the depreciable assets acquired.

Inventories

Inventories are stated at the net realisable value being the lower of purchase price or manufacturing cost and net selling
price. Different types of inventories are valued using weighted average method in a following manner:

Raw materials: Purchase cost
Semi-finished products and work in Cost of manufacture
progress:

Finished goods: Cost of manufacture
Goods for resale: Purchase cost

Indirect costs included in manufacturing costs comprise among others: the part of fixed, indirect production costs, which
correspond with level of normal operating capacity utilisation.

The net realisable value is determined as possible to obtain, as of the balance sheet date, selling price less VAT and
excise, less any rebates, discounts and any other similar decreases in value and costs spent on making the item available
for sale and enabling the sale.

Inventories that lost their economic usefulness are accounted for as costs.

Receivables

Receivables are stated at amount due less allowances. Allowances are recognised either based on the analysis of
collectibility of receivables from individual debtors or when the contractor goes into bankruptcy or liquidation.

Allowances for bad debts are treated as other operating or financial costs — depending on the kind of the receivables, to
which the allowance refers.

Written-off, overdue and bad debts diminish the previously made allowances for their value.

Written-off, overdue and bad debts for which no allowances were made or which were not fully allowed for, are treated
as other operating costs or financial costs.

Cash and cash equivalents

Cash and other cash assets include cash on hand and cash in banks, cash in transit and other cash assets. Cash includes
assets in form of domestic currency and foreign currencies.

Prepayments and deferred costs

Prepayments and deferred costs are expenses relating to periods subsequent to period in which they were incurred. Such
deferred costs mainly include: cost of excise duty (concerning inventory of goods), cost of catalysts, cost of insurance,




Financial instruments

Financial instruments are presented and valued in accordance with Decree of the Minister for Finance dated 12 December
2001 on detailed rules of recognition, valuation methods, scope of disclosure and way of presentation of financial
instruments (“Decree on financial instruments™).

Financial instruments are classified into the following categories:
a. held-for-trade financial assets and liabilities,
b. loans granted and own receivables,
c. financial assets held to maturity,
d. financial assets available for sale.
Derivatives and embedded derivatives are also financial instruments.

Short term financial assets held-for-trade are treated as assets acquired principally for the purpose of generating economic
benefit from short-term changes in price and fluctuations of other market factors or short maturity of the acquired
instrument, and other financial assets too, irrespective for intentions, which lead to conclusion of the contract, if they
constitute an element of portfolio of similar financial assets, the realisation probability of intended economic benefits in a
short time is considerable.

Current financial assets or financial liabilities comprise financial derivatives, except when an entity recognises concluded
contracts as hedging instruments.

Financial assets arisen directly due to cash transfer to the other party of the contract, providing that the contract meets
requirements determined in proper paragraphs of the amended Act, are treated as loans granted and own receivables,
irrespective of their maturity.

Financial assets not classified as loans granted and own receivables, for which the concluded contracts determine the
maturity of nominal value and right to obtain at set dates economic benefits, for example, interests of constant or
determinable amount, providing that the entity intends and is able to hold the assets until maturity, are classified as held-
to-maturity financial assets.

Other financial assets, not meeting requirements classifying them into categories enumerated in points a) to ¢) are treated
as financial assets available for sale.

Financial assets are carried at their fair value (without any deduction for transaction costs which the entity would incur in
case of selling the assets) excluding:

a. loans granted and own receivables not available for sale,
b. financial assets held to maturity,

c. financial assets for which market price set on regulated active market does not exist or for which it is unworkable
to measure their fair value reliably,

d. hedged financial assets.
Financial assets not valued at their fair value are valued in the following manner:

a. loans granted and own receivables, excluding those held for trading - at the amortised cost, estimated by using
effective interest rate regardless if the entity is going to held it until maturity or not,

b. financial assets, for which the maturity is set - at adjusted purchase price estimated by using effective interest rate,




Financial liabilities are valued at the amortised cost, excluding financial liabilities held-for-sale and derivative liabilities,
which are stated at fair value.

Derivatives

Derivatives possessed by the Company are not usually accounted for as hedging instruments and are classified as short
term assets and carried at fair value, with any changes to their fair value charged to income statement.

Derivatives are among others: forward and futures contracts, options and swap contracts.

An embedded derivative is separated from the host contract and accounted for as a derivative if all of the following
conditions are met:

a. the economic characteristics and risks of the embedded derivative are not closely related to the economic
characteristics and risks of the host contract;

b. a separate instrument with the same terms as the embedded derivative would meet the definition of a derivative,
c. itis possible to determine reliably value of the embedded derivative,

d. the hybrid (combined) instrument is not measured at fair value and changes in its fair value are not charged to net
profit or loss.

Embedded derivatives are accounted for in a manner similar to separate derivatives that are not categorised as hedging
instruments.

Equity
Equity is presented in books in accordance with rules determined by law and the Company’s statute.

Share capital is stated at nominal value in compliance with the Statutory Regulations of the Company and the relevant
entry in the Companies Register.

Declared but not paid share capital is accounted for as unpaid share capital. Own shares and unpaid share capital decrease
the value of equity of the Company.

The capital reserve is generated by profit sharing, transfer of revaluation reserve and share premium.

Equity arisen due to conversion of securities, liabilities and loans into shares is presented at nominal value of these
securities, liabilities and loans, adjusted by not amortised discount or premium, interests accrued and not paid by the date
of conversion, which will not be paid, unrealised foreign exchange differences and capitalised issuance costs.

The revaluation reserve was established as result of the fixed assets revaluation as of 1 January 1995. In case of disposal
or liquidation of a fixed asset item, the corresponding part of revaluation reserve is transferred to reserve capital.
Moreover, reserve capital is increased by the difference between fair value and purchase price, less deferred tax, of the
asset if market price set on regulated active market exists or for which it is workable to measure their fair value reliably.

Impairment losses on fixed asset, which previously was subject to revaluation, diminishes the revaluation reserve
attributed to the fixed asset. If impairment loss exceeds the revaluation reserve attributed to given fixed asset, the
difference is expensed in the reporting period in which the impairment loss was recognised.

Formation costs diminish the reserve capital up to the amount of share premium. The remaining part of formation costs is
expensed as financial cost.

Provisions for liabilities

Provisions are set for:




losses on economic transactions in progress, including guarantees granted, borrowing transactions, results
of legal actions,

2) future liabilities resulting from restructuring, if basing on separate rules the Company is obliged to
perform it or binding agreements were concluded and the restructuring plans allow to estimate reliably the
value of future liabilities.

The above mentioned provisions are expensed as: other operating costs, financial costs or extraordinary losses, depending
on circumstances to which the future liabilities corresponds. Occurrence of the liability for which the provision was set
diminishes the provision.

Provision for jubilee and retirement bonuses

According to remuneration schemes, employees are entitled to jubilee bonuses upon completion of a certain number of
years in service and to retirement allowances paid on retirement. The amount of bonuses depends on employee’s average
remuneration and length of service. The employees receive also a one—off payments on retirement. Pensions are paid to
employees who prove permanent disability to work. The amount of bonuses depends on employee’s average
remuneration and length of service. The costs of jubilee and retirement/pension bonuses are accrued in Company on a
basis of an independent actuarial valuation. According to the amended Accounting Act the provisions for jubilee and
retirement bonuses are presented in the balance sheet in caption “Liabilities and provisions for liabilities” as “Retirement
benefits and similar provisions”.

Equity compensation plans costs

Convertible bonds, issued by the Company as the part of the employee compensation plan, are recognised at the moment
of granting the employee an option to buy convertible bonds. As of balance sheet date, the fair value of the convertible
bonds is recognised as remuneration expense and presented in short term payables. The fair value is estimated on the
basis of historical volatility of listed shares and Black-Scholes’ model.

Environmental costs

Provisions for certain or highly probable future liabilities resulting from environment protection are recorded in case of
existence of law requirements or existing policy regarding elimination of pollution of environment or harmful items,
which costs may be reliably estimated.

Credits and loans

Costs of loans and borrowings are recognised in principle at the moment of occurrence. Costs of loans and borrowings
are capitalised only in case if they directly refer to acquisition, construction or manufacture of certain element of assets.
Costs of loans and borrowings are capitalised until the element of assets is ready for planned use. Providing that the net
book value of an asset is greater than the value possible to receive, the net book value is decreased by the write-off
resulting from impairment.

Loans are initially recorded at the amount of inflows received, decreased by transaction costs. Consecutively they are
presented at the amortised purchase price with use of effective interest method. The difference between net inflows and
maturity amount is reflected in net profit or loss in the period of loan possession.

Foreign currency transactions valuation

At the balance sheet date assets and liabilities denominated in foreign currencies are recorded as follows:

o assets (excluding stakes in associates accounted for under equity method) — at the call exchange rate applied by
the basic bank which renders services for the company, not higher than average exchange rate set for the given
currency by the National Bank of Poland (“NBP”) for this date,

e liabilities — at the put exchange rate applied by the basic bank which renders services for the company, not lower
than average exchange rate set for the given currency by the NBP for this date.




valuation are credited to revaluation reserve. If the revaluation amount was not settled to the valuation date, the negative
valuation change of the investment previously revaluated, debits the revaluation reserve to the amount at which the
revaluation reserve was credited. In other cases the results of negative valuation change are recognised as financial costs.
Increase in valuation of specified investment, directly connected with its previous negative valuation, treated as financial
costs, is recognised, to the level of these costs as financial income.

Exchange rate differences concerning assets and liabilities denominated in foreign currencies, arising at the date of their
valuation and on settlement of receivables and liabilities denominated in foreign currencies are classified respectively to
financial gains or expenses and in legitimate cases to purchase price or manufacture costs of fixed assets.

Sales

The sales revenues comprise amounts due or received from sales, including excise, less VAT. Revenues from sales are
recognised in situation when it is probable that the company will receive economic benefits resulting from transactions
and when amount of the revenues can be reliably estimated.

Sales of goods and materials is recognised at the moment of delivery, which results in transfer of risk and benefits
stemming from ownership of these goods and products. Income on services are recognised in proportion to the
completion, providing that it is possible to estimate it reliably. In case it is not possible to estimate reliably the effect of
transaction related to services rendering, income on the services are recognised only to the value of costs incurred in
relation to it.

Operating costs

Costs are accounted for in period they relate to. Costs are accounted for both by type and by function. Cost of goods sold
includes direct costs of goods and justifiable part of indirect costs. General and administration expenses include costs of
the Capital Group’s general operations and its management. Selling and distribution costs are the costs incurred in
relation with sales of products and goods for resale and include the particularly excise tax related to sale of products of
the Capital Group.

Dividends

Dividends receivable are accounted for as financial income as of the day of
resolution concerning profit appropriation, unless the resolution determine an other
day when the right to the dividend is acquired.

Net profit or loss

Net profit or loss is constituted by:

operating profit or loss, including this resulting from other operating income and costs,
¢ financial operations result,
e extraordinary operations result,

¢ compulsory amounts reducing profit resulting from income tax, the payer of which is the entity, and payments
equal to it, on the basis of separate regulations.

Result on operating activity is calculated as the difference between net income on sales of products, goods and materials
adjusted by grants, discounts, rebates and other increases and decreases, excluding VAT and other operating income and
cost of products, goods and materials sold, valuated in production or purchasing cost, increased by all incurred from the
beginning of the year general and administration expenses, selling and distribution costs and other operating costs.

Result on financial operations is the difference between financial income, particularly on dividends (shares in profits),
interests, profits on investment sales, adjustments of investments values, excess of positive above negative foreign
exchange differences, and financial costs, particularly on interests, losses on sales of investments, adjustments of
mvestments values, excess of negative above positive foreign exchange differences.

Result on extraordinary items is the difference between extraordinary profits and losses.




Taxation
Current liabilities resulting from corporate income tax are calculated in accordance with Polish taxation law.

Due to temporary differences between value of total assets stated in the books and their tax value companies of the
Capital Group set up provisions and recognise assets resulting from deferred tax.

Deferred tax assets are set in the amount of future expected tax deduction due to negative temporary differences, which
will lower in the future basis for income tax calculation, set in line with prudent valuation principle.

Deferred tax provision is set in the amount of income tax due in the future, due to positive temporary differences, which
are differences, which will increase basis for income tax calculation in the future.

The amount of deferred tax asset and provision is set basing on income tax rates binding in the predicted year of
occurrence of income tax liability.

Deferred tax asset and provision can be netted off if they may be taken into account simultaneously for the purpose of tax
liability calculation.

Deferred tax asset and provision resulting from operations settled with equity are also reflected in equity.

Impairment

Impairment takes place when there is a considerable probability, that the item of assets controlled by the company will
not bring in the future in a considerable part or at all the previously estimated economic benefits. It justifies making a
write-off bringing down the net book value of the item of assets to the net sales price, and in case of inability to determine
the price — to differently determined fair value.

Write-offs on current assets made in reference to their impairment resulting from their valuation at net realisable value
instead of purchase or acquisition prices, or costs of manufacture are accounted for as respectively: other operating costs,
costs of goods sold or costs of sales.

Providing that the reason for which the write-off adjusting the value of assets was made, including impairment, is no
longer present, the value of all or respective part of previously made write-off increases value of the item of assets and is
accounted for as respectively other operating income or financial income.

Contingent liabilities and receivables

Contingent liability is defined as an obligation, arising of which is dependent on
occurrence of certain events. Contingent liability is presented in balance sheet unless
the probability of outflow of resources embodying economic benefits is insignificant.

Contingent receivables are not presented in balance sheet, but the information about contingent receivables is disclosed, if
the inflow of resources embodying economic benefits is probable.

Related party transactions

According to the amended Accounting Act transactions between related parties, which are: the dominant company or
significant investor, subsidiaries and associates presented in the financial statements. Associates in case of the Capital
Group are all entities directly or indirectly associated as well as direct or indirect subsidiaries not consolidated.

1.3 Description and quantification of changes in accounting principles resulting from application of
the amended Accounting Act, which materially influenced the net profit and equity




Unrealised foreign exchange gains are recorded as financial income of the reporting period in which the change of
foreign exchange rate occurred. According to the Accounting Act before the amendment the differences were accounted
for as deferred income.

Valuation of assets and liabilities as at balance sheet date

At the balance sheet date foreign currency assets and liabilities are valued in the manner presented in point 1.2.
According to the Accounting Act before amendment the above items were valued at the average exchange rate set by
NBP for the balance sheet date.

Financial lease

Fixed assets used under lease, rent or other agreement meeting proper criteria of the amended Accounting Act agreement
are accounted for as fixed assets. According to the Accounting Act before amendment the above items were not included
in assets.

Embedded derivatives

Embedded derivatives are separated form contracts and treated as standalone derivatives in the manner presented in point
1.2. The Accounting Act before amendment did not refer to the embedded derivatives so the embedded derivatives were
not separated.

Equity compensations plans costs

Right to convertible bonds issued by the Company under the equity compensations plans is accounted for in the manner
presented in point 1.2. Before the amendment to the Accounting Act had been introduced the result of granting the right
to purchase the bonds was not presented.

Reconciliation between consolidated equity presented in the consolidated financial statements for the year 2001
and net profit presented in the consolidated financial statements for 2001 and comparable data presented in this
consolidated quarterly report

31.12.2001
Consolidated equity - data published earlier 7,419,130
Foreign exchange gains 115,530
Changes resulting from assets and liabilities valuation (15,100)
Embedded derivatives valuation 24,143
Equity compensations plans costs (18,865)
Share of minority shareholders in the additional equity (2,631)
Other adjustments 2,050
Deferred tax on adjustments (23,118)
Consolidated equity - comparable data 7,501,139

aqQ 2001




Consolidated net profit - data published earlier

Unrealised foreign exchange gains

Changes resulting from assets and liabilities revaluation
Embedded derivatives valuation

Equity compensations plans costs

Share of minority shareholders in the additional equity
Other adjustments

Deferred tax on adjustments

Consolidated net profit - comparable data

Reconciliation between equity of the Dominant Company presented in the unconsolidated financial statements for
the year 2001 and net profit of the Dominant Company presented in the consolidated financial statements for 2001

and comparable data presented in this consolidated quarterly report.

12,962

38,204
(13,242)
12,269
(7,157)
(1,737)
5,754
(2,706)

343,053

28,639
(6,695)
15,258
(18,865)
(202)
10,200
(5,522)

31.12.2001
Equity - data published earlier 6,859,092
Unrealised foreign exchange gains 105,117
Changes resulting from assets and liabilities valuation (15,100)
Embedded derivatives valuation 23,558
Equity compensations plans costs (18,865)
Other adjustments 2,792
Deferred tax on adjustments (24,209)
Equity - comparable data 6,932,385
4Q 2001
2001 cumulative
Net profit - data published earlier (3,235) 248,026
Foreign exchange gains 31,671 27,513
i Changes resulting from assets and liabilities revaluation (13,060) (6,460)
Embedded derivatives valuation 11,832 15,699
Equity compensations plans costs (7,157) (18,865)
Other adjustments (227) (379)




Deferred tax on adjustments

(5,965)

(4,674)

Net profit - comparable data

1.4. Principles of calculation of the selected financial data denominated in EURO

Selected financial data has been recalculated to EURO according to the following principles:

e balance sheet items - on the basis of the average rates published as at 31 December 2002 — 4.0202 zloty/ EURO,

e income statement and cash flow items for 2002 — on the basis of the rate, which is the simple average of average

rates, stated by National Bank of Poland for the last day of each month of the period from 1 January to 31
December 2002 - 3.8697 zloty/ EURO.

Unconsolidated subsidiaries and associates in 4 Q 2002
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